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According to local news reports, the government of President Jaime Lusinchi is considering
imposing a moratorium on interest payments on loans from foreign commercial banks. Apparently,
administration officials believed that on concluding restructuring of the public sector debt in early
March, US and Japanese banks would commit financial resources to development programs such
as mineral exploration, mining and processing projects, particularly iron ore and aluminum via
the concession of new loans or through an agreement with Caracas in which public bonds would
be issued in foreign currency denominations. Despite several trips to the United States and Japan
by Finance Minister Manuel Azpurua, commitments for new financial resources have not yet
materialized. In late April, Venezuela's big US bank creditors reportedly declared they would not
be the only ones to risk financing the mineral projects. Japanese banks have been slow to respond
to financing requests. President of the Academy of Economic Sciences, Domingo Maza Zavala, told
reporters on May 28 that the banks' commitment to provide new financing will not be fulfilled as
previously expected. In any case, he said, arranging this new financing will be a lengthy process and
subject to complicated negotiations. Maza Zavala emphasized that a debt payment moratorium may
be an alternative during the interim period. He pointed out that in 1987 Venezuela is committed to
paying about $5 billion in debt service on the public and private sector debt, an amount equivalent
to an estimated 55% of the country's oil export revenues. The economist added that this level
of capital outflow, combined with expected capital inflow from foreign investment and loans,
would result in a year-end $3 billion balance of payments deficit and a further $2 billion decline
in foreign reserves. (Basic data from PRENSA LATINA, 05/28/87) [For additional information, see
"Venezuela to Request Another Debt Renegotiation with Foreign Bank Creditors," LADC 05/19/87;
and "Venezuela: Business, Labor & Political Leaders Call for Reduced Foreign Debt Payments as
Only Viable Means to Achieve Growth," Chronicle 05/28/87.]
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